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The Business Situation 


Evidence is now accumulating that the recovery of the 
economy in the second quarter was even stronger than 
had been generally assumed and that gains continue to 
be widely diffused. At the same time, there was some 
slackening in the rate of advance in June and probably 
July, on top of the usual seasonal influences. Moreover, 
a substantial gap still remains between total demands 
and available resources. While the shift from inventory 
liquidation in the first quarter to net accumulation in the 
second quarter has been considerable, much of it appears 
to have reflected developments in the automotive sector. 
There are no indications of any abrupt changes in inven- 
tory policies generally. 

The President’s speech of July 25 and his request for 
a sharp step-up in military and civil defense spending have, 
of course, injected a major new element into the business 
outlook. The proposed $3.5 billion increase in the de- 
fense budget will undoubtedly be a strong expansionary 
influence. It is as yet difficult to determine, however, to 
what extent it will speed the return to full utilization of 
the economy’s resources or at what point it might, together 
with the recovery forces already under way, begin to 
exert a definite upward pressure on prices. In contrast 
to previous defense build-ups that involved production of 
weapons with very long lead-times and in some cases 
requiring new facilities, the measures now contemplated 
will probably be rather quickly translated into actual ex- 
penditures, since they center heavily on expansion of 
military manpower and increases in the output of conven- 
tional types of armaments. By the same token, however, 
the secondary impact of the current program may prove 
less pronounced. With capacity still ample, deliveries 
prompt, and prices relatively stable, the demands arising 
from the added spending need not by themselves cause a 
marked revision in business inventory policies or a marked 
expansion of facilities. The full effect of the new appro- 
priations will depend also on their over-all impact on 
business and consumer expectations. These expectations 
will, of course, be influenced by subsequent developments 
on the international scene which, as the past teaches, are 
not predictable. 


THE PACE OF RECOVERY 
According to preliminary estimates by the Council of 
Economic Advisers, gross national product rose to $515 


billion in the second quarter, at a seasonally adjusted 
annual rate. This was an increase of $14.2 billion over the 
recession low reached in the first quarter, and a larger ab- 
solute rise than during any initial quarter of general recov- 
ery in the postwar period (Chart I). Close to one half of 
the gain, or $6.5 billion, was attributable to the inventory 
sector: whereas in the first quarter of 1961 businessmen 
had on balance reduced their stocks at an adjusted annual 
rate of $4.0 billion, they expanded their inventories by 
$2.5 billion in the second quarter. 

The vigor of the recovery revealed by these data has 
certainly been impressive. It is particularly significant that 
all of the main segments of domestic demand have partici- 
pated in the expansion (Chart II). In the comparable pe- 
riods of the two previous recoveries, at least one important 
component of domestic demand was still declining. 

At the same time, in the comparison with previous post- 
war recoveries the recent gains should not be exaggerated. 
In percentage terms, the current GNP upswing of about 3 
per cent was somewhat below the initial-quarter recovery 
in 1949 and only slightly better than in 1954 and 1958. 
Various monthly data similarly show that the current re- 
covery rate has been pretty much in line with those experi- 
enced during the early stages of the other postwar cyclical 
upturns. 

The relative vigor of the current upswing would also be 
overstated if one were to compare the recent GNP uptum 
with the initial quarter of upturn in GNP in the previous 
two cycles. The current upturn happened to coincide with 
a full quarter of recovery in the broadest sense, as mani- 
fested by trends in production, employment, and a wide 
range of other indicators. In the previous two cycles, by 
contrast, the initial GNP upturn came earlier, coinciding 
with the trough of the cycle, and was thus dampened by 
the tail end of the recession. The more relevant comparison 
is with the GNP upswing in the initial quarter of general 
recovery, as is done in Chart I. 

In June, the rate of increase in industrial production fell 
somewhat short of the pace recorded in April and May. 
The Federal Reserve’s seasonally adjusted index rose by 
two points during the month, reaching a level only om 
point below the previous high of 111 per cent of the 
1957 average attained in January 1960. Manufacturers’ 
sales also advanced by a smaller percentage than in the 
previous four months. The expansion in total nonagricuk 
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CHANGES IN SPENDING IN POSTWAR CYCLES 


Seasonally odjusted annual rates 


RECESSIONS INITIAL QUARTER UPTURNS 
Peok quarter to trough quarter Trough quarter to following quarter 
Billions of dollars Billions of | 


Gross national product 


IV 49- H58- 161- 
150 W54 
Sources: United States Department of Commerce and Council of Economic Advisers. 


tural employment, on the other hand, was the largest 
monthly gain in the current recovery. According to the 
payroll survey, seasonally adjusted nonagricultural em- 
ployment increased by 300,000 persons during June. 
However, it edged off slightly in early July, on the basis of 
the household survey conducted by the Census Bureau, 
while total unemployment and the unemployment rate 
(both seasonally adjusted) were virtually unchanged. 


The shift from net inventory liquidation in the first 
quarter to net build-up in the second quarter does not 
necessarily indicate an abrupt change in business policy. 
Examination of the more detailed inventory statistics sug- 
gests that a good part of the shift in the GNP inventory 
component occurred in retail stocks of automobiles and 
automotive accessories. Whereas such stocks were being 
teduced quite markedly during the first quarter, in the 
second quarter they were increased sharply on a seasonally 
adjusted basis. In part, this reflected a more optimistic 
appraisal of sales prospects by the industry, but it may 
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also have reflected the need for inventories during the 
unusually early model change-over. Meanwhile, manu- 
facturers’ stocks, seasonally adjusted, remained about 
steady (the June level was actually slightly below May), 
while wholesale inventories continued the gradual up- 
ward movement that had been in evidence since February. 

The absence of a major shift in business inventory poli- 
cies is suggested aiso by the recent behavior of orders and 
prices. Seasonally adjusted new orders received by manu- 
facturers in June actually declined somewhat from May, 
and unfilled orders were virtually unchanged. The whole- 
sale price index has gradually tapered downward since 
February. In July, weekly price indexes suggest only a 
slight upward movement. 

As sales improve and confidence in the recovery firms, 
inventory policies may shift more markedly, quite apart 
from any influence of the new defense proposals. Unless 
the shift is unusually rapid, however, the inventory sector 
can hardly be expected to boost GNP by as much during 
the coming months as it did in the second quarter. 

Business spending for fixed investment in the second 
quarter also advanced, with outlays on private nonresiden- 
tial construction and producers’ durable equipment both 
rising moderately. This would seem to suggest a somewhat 
steeper rise in plant and equipment spending than had 
been indicated in the last Commerce Department-Securities 
and Exchange Commission survey of business investment 
plans (taken in April and May) which had anticipated 
no change in the second quarter. Corporate profits have 
turned up sharply, with manufacturers’ profits up 23 per 
cent in the second quarter over the depressed level of the 
first quarter, according to the First National City Bank. 
This rate of advance compares favorably with other re- 
covery periods, and should give still further stimulus to 
the rise in plant and equipment spending. 


More than a third of the second-quarter rise in GNP 
was accounted for by the $5.3 billion (or 1.6 per cent) 
increase in consumer spending; in the first quarter, con- 
sumer spending had declined by $1.6 billion (see Chart II). 
The consumers’ contribution to the recovery of the econ- 
omy has thus been slightly larger than in the comparable 
quarter of the previous general business recovery, although 
not quite so great as in the expansion of 1954. 

Roughly equal gains in spending for durable goods and 
services accounted for almost all of the rise in total con- 
sumption outlays. Services continued their steady secular 
growth. However, the percentage gain in outlays for dur- 
able goods was much larger. Moreover, the change from 
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a net decline in consumer spending in the first quarter 
to a net rise in the second quarter can be almost entirely 
explained by the behavior of the durables sector. Even 
so, this sharp swing in outlays for durables regained only 
about half of the drop in such outlays during the reces- 
sion. Monthly figures (seasonally adjusted) on retail sales 
show that sales by automotive dealers were responsible 
for a large share of the fluctuations in total retail sales 
from January to May. In June, automobile sales actually 
declined slightly but total retail sales expanded by 1 per 
cent, about in line with the increase in May. Gains were 
recorded by a wide range of durable commodities other 
than automobiles. The growth in automobile sales ap- 
parently resumed in July. Thus, the market for consumer 
durables may now be developing greater breadth as well 
as strength. 

In contrast to the wide swings in spending on consumer 
durables, outlays for nondurables declined in only one 
recession quarter—the third quarter of 1960. During the 
fourth quarter of 1960 and the first half of this year, how- 
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ever, they rose at a somewhat slower pace than in compara. 
ble phases of the last two cycles. An acceleration in June 
of the rise in retail sales of nondurables and a further 
improvement in department store sales in July suggest a 
return to a more normal rate of growth. 

An important factor in this recovery of consumer 
spending has, of course, been the upswing in consumer 
income. By June, personal income (seasonally adjusted) 
had risen by 3.4 per cent from its February trough and 
almost 2 per cent above the previous October peak. Both 
transfer payments and payments of wages and salaries 
contributed significantly to the expansion. (Transfer pay- 
ments had, of course, done much to moderate the decline 
in personal income during the recession.) In terms of 
per capita disposable income (personal income less taxes) 
the gain in the second quarter of this year was almost 2 
per cent, about the same as the increase in the initial quar- 
ter of general recovery in 1958. As GNP heads upward, 
it is virtually certain that consumers’ income will continue 
to rise and will exert a further upward push on personal 
spending. Improvements in consumers’ financial asset and 
debt positions during the recession and the expected in- 
crease in the rate of household formation over the next few 
years also favor a healthy revival in consumption spending, 
particularly on durable goods. 

While the prevailing mood among consumers is reported 
as still somewhat hesitant, consumer attitudes change 
rapidly. In addition, a substantial downward revision in 
the personal savings ratio, going back to the beginning of 
1960, suggests that consumers have been somewhat less 
reluctant about spending their incomes than had formerly 
been thought. The nature of consumer reactions to the 
projected step-up in military outlays and in civil defense 
programs clearly remains a major question mark in the 
economic outlook. 


The prospective rate of increase in defense spending 
is of course substantial, though picayune alongside the 
Korean build-up. Federal spending rose by $21 billion 
and $16 billion in 1951 and 1952—at a time when the 
economy was only two thirds as large as it is today. Never- 
theless, defense expenditures during the next year or two 
seem almost certain to be more than $5 billion higher 
than at present. There is still a question of how much such 
spending will actually be and of how fast the new appro 
priations will pe translated into higher production and 
higher incomes. The size and nature of the impact wil 
presumably become clearer in the weeks ahead as appio 
priations and spending plans crystallize. 
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Bank Credit in Recession and Recovery 


Bank credit tends to rise sharply during a recession and 
the early months of recovery. As a clear illustration of this 
tendency, the thirteen months following the May 1960 peak 
in business activity have seen loans and investments at com- 
mercial banks expand by $14 billion—an annual rate of 
advance of 7 per cent. In some respects, however, the 
recent pattern of expansion has been quite different from 
the experience of earlier business cycles, and these differ- 
ences loom important as banks prepare to meet the rising 
loan demands that further recovery is likely to bring. 

The sharp upsurge of bank credit in periods of eco- 
nomic slack reflects basically the strong countercyclical 
measures taken by the Federal Reserve. As System action 
injects new reserves, the banks respond—in varying de- 
gree—by extending more bank credit. The vigor of bank 
response to easier reserve conditions will depend in part 
on the public’s demand for funds. But, in addition, if 
banks are able to increase their holdings of low-risk and 
readily marketable assets, their own liquidity improves 
and they may become more disposed to extend loans. 
As bank credit does expand, the proceeds of loans and 
investments may be spent immediately on goods and serv- 
ices, thus directly stimulating production. In addition, 
there may be influences on actual spending that are indirect 
but nonetheless important. For example, when banks pro- 
vide funds that otherwise would have been raised in the 
capital markets, they relieve pressure on long-term interest 
tates, thus helping to create a credit environment favorable 
to other borrowers. Moreover, if banks acquire securities 
already outstanding or if money borrowed from banks is 
spent in this way, then again there will be downward 
pressure on interest rates. In addition, the liquidity of 
the public is improved, because it has exchanged securi- 
ties for more liquid claims against banks and because the 
securities it still holds will now have risen in value. 

The rise in bank credit in 1960-61 has doubtless 
helped, in all these ways, to encourage a turnaround in the 
economy, but the path of bank credit advance has been 
different from either of the two preceding experiences. 
This becomes clear in a seasonally adjusted series devel- 
oped recently by the Federal Reserve Bank of St. Louis. 
As may be seen in Chart I, the rate of bank credit expan- 
sion was more vigorous throughout the recent period than 
in 1953-54. It was also much stronger than the 1957-58 
expansion in the first six months or so but, thereafter, 


did not match the sharp upsurge experienced in 1958. 
As a result, the growth of credit over the full thirteen 
months since May 1960 has been less pronounced than in 
1957-58, although much greater than in 1953-54. 

Behind this pattern lie several influences that set the 
recent experience apart from the two earlier periods of 
recession and recovery: 


(a) Monetary policy was eased much sooner in the 
1960 recession than in 1957, and at least as early as in 
the slump of 1953. As a rough measure of this difference, 
total reserves of member banks (seasonally adjusted) be- 
gan to move up sharply in May 1960, and free reserves 
emerged in June, the first month of general decline in 
business activity. A similar pattern had prevailed in 1953. 
By contrast, the economy in 1957 reached a peak in July, 
but total reserves did not start to climb until late in the 
year and free reserves did not appear until January 1958. 


Chart I 
COMMERCIAL BANK CREDIT IN RECENT BUSINESS CYCLES 
Centered on peaks in business activity 
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(b) Banks did not respond to the emergence of free 
reserves in 1960 with the same upward burst of credit 
expansion that had occurred at the comparable point in 
January 1958. The response was also somewhat less vigor- 
ous than in the initial months of ease in 1953, although it 
soon afterward outstripped the rate of increase of that 
earlier cycle. 


(c) The rate of growth in securities holdings was faster 
than in 1953-54, but much less than in 1957-58, particu- 
larly after reserve positions had reached a point of sub- 
stantial ease in the winter months of 1958. 


(d) The rise in bank loans in the recession and early 
months of recovery in 1960-61 was more rapid than on 
either of the preceding occasions, and loans played a 
much larger role in the expansion of total credit than 
in the earlier cycles. Loans, in fact, accounted for more 
than a third of the total growth, whereas earlier they had 
represented less than a sixth. 


The less marked response of bank credit in 1960-61 to 
reserve ease than had occurred in 1958 was closely related 
to the more limited rise in securities holdings than in 1958. 
There was in 1958 a very large volume of Treasury financ- 
ing, including sizable offerings of intermediate and longer 
term issues. In addition, banks were perhaps more aggres- 
sive in utilizing newly obtained reserves to acquire securi- 
ties because of the generally bullish expectations regarding 
the future course of bond prices prevailing early in that 
year. In contrast, banks in the recession and early re- 
covery of 1960-61, with the losses suffered by many in- 
vestors in 1958 still fresh in mind, appear to have been 
more cautious in enlarging their securities portfolios, par- 
ticularly with intermediate- and long-term issues. 

The relatively strong performance of bank loans in 
1960-61 has mainly reflected strength in business loans 
and, to a lesser extent, securities loans. The vigor in 
securities loans has no doubt been related to the strong 
surge in stock prices and the growth of stock market 
credit since the fall of 1960. It has also been influenced 
by the relatively heavy volume of new corporate and 
municipal flotations. 

Bank loans to business — commercial and industrial 
loans—usually fall during recessions, but in the recession 
months of 1960 they rose moderately, after allowance for 
seasonal influences. In part, this strength stemmed from 
the relative mildness of the downswing. In addition, busi- 
ness liquidity was lower than in earlier periods, and this 
may have held down the volume of loan repayments. It 
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Chart 
TOTAL BUSINESS FINANCING OUTSIDE BANKS 


of dollars Billions of | 


1957 
Source: Board of Governors of the Federal Reserve System, various releases. 


is also possible that a larger backlog of unsatisfied demands 
was carried over from the previous period of restraint. 

With this considerable rise in loans, banks have been 
unable to recover as much liquidity as they had in pre- 
vious recessions. There has, of course, been some improve- 
ment. By late 1960 member banks had paid off most of 
their indebtedness to the Federal Reserve. Holdings of 
short-term securities have risen sharply, and the ratio of 
short-term liquid assets to deposits now is higher than in 
mid-1958. However, holdings of intermediate- and long- 
term Government securities have not risen at all, and loan- 
deposit ratios remain considerably higher than in 1958. 
The banks’ ability to meet the loan demands of economic 
recovery by selling Government securities is therefore not 
so strong as in prior periods of recovery. 

Since the general business upturn in March, the relatively 
high loan-deposit ratios of banks do not seem to have pre- 
vented them from meeting most of the normal loan de- 
mand. Although business loans have been somewhat slug- 
gish recently, this was also true of other periods of eatly 
business recovery. External financing needs of business 
tend to rise slowly after the turning point, as internally 
generated funds remain large relative to investment out 
lays. In the most recent period, moreover, business firms 
have been able to draw more extensively on financing out 
side banks than in earlier recoveries. Such financing may 
take several forms—including sales of stocks, bonds, com 
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mercial paper, and bankers’ acceptances, as well as busi- 
ness credit granted by sales finance companies. As may be 
seen in Chart II, the volume was exceptionally heavy dur- 
ing April and May, following a light first quarter. Further- 
more, in contrast to some earlier periods of recovery, this 
unusually heavy volume of borrowing was accommodated 
with only moderate upward pressure on interest rates. 

Consumer borrowing at banks has also been sluggish— 
through both recession and early recovery. This, too, is 
typical of periods of economic slack. Real estate loans 
have been unusually weak since the economy turned down, 
reflecting the low level of home building. 

With gathering strength in the economy in the months 
ahead, however, consumer demands for loans can be 
expected to rise, along with business needs. On the whole 
it would appear that, given the nature of the bank credit 
advance in 1960-61 and its impact on bank liquidity posi- 
tions, banks will be more dependent than in earlier re- 
cessions on the injection of additional reserves to meet 
growing loan demands. 
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CODING TIME DEPOSITS TO FACILITATE 
PREPARATION OF REPORTS 


A suggested system for classifying savings and 
other time deposits was recently sent to all member 
banks in the Second District, complementing a simi- 
lar proposal for classifying demand deposits distrib- 
uted in May 1960. These classifications were devel- 
oped primarily for the benefit of banks adopting auto- 
mated accounting procedures. They can be used to 
advantage by other banks, however, since coding 
accounts according to the proposed classifications 
will facilitate the preparation of the statistical in- 
formation requested by the Federal Reserve Bank 
in quarterly condition and other reports. Additional 
copies of the demand and time deposit classifications 
may be obtained from the Financial and Trade 
Statistics Division of this Bank. 


The St. Lawrence Seaway and the Second Federal Reserve District 


Among the various forms of transportation, water trans- 
portation often enjoys the lowest cost per ton mile. A 
smaller amount of power is needed to move a given weight 
by water than by land or air, while maintenance charges 
for natural waterways are negligible. For many purposes, 
these advantages far outweigh the disadvantages of com- 
parative slowness, the seasonal nature of the service in 
cold climates, and chance weather hazards. But when a 
waterway has to be partially constructed, capital costs and 
maintenance costs also become relevant. The feasibility of 
a potential waterway under these conditions depends upon 
the state of technology (which influences construction and 
Maintenance costs) as well as on the demand for trans- 
port services. It also depends, of course, upon the evolu- 
tion of a favorable political climate, since waterways gen- 
erally are government projects. 

The St. Lawrence Seaway was proposed as early as 
1700, but it was not until the 1950’s that the technological 
and political conditions appeared ripe. Even then the 


basic economic rationale of the Seaway remained ques- 
tionable to many—which is hardly surprising in view of 
the many conflicting interests involved, and the fact that 
the ramifications of so vast a project are myriad and often 
hard to foresee and assess. 

A complete analysis of the impact of the Seaway on the 
Second District would be an extensive project. Here it 
will be possible to discuss only some of its implications 
for the District’s economy. Generally, they pertain to the 
alterations in the old patterns of trade which are being 
wrought by the Seaway. Specifically, they include the 
stimulation of New York’s lake ports, the encouragement 
of the industrialization of the inland areas near them, the 
provision of cheaper iron ore for Buffalo’s steel plants, 
the diversion of traffic from the port of New York, and 
the diversion of Buffalo’s transit grain trade. 

In addition to altering old patterns of trade, it is very 
likely that the Seaway will be responsible for ultimately 
creating entirely new patterns. The most significant of these 
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will probably stem from the increasing trade that is devel- 
oping between foreign nations and cities of the American 
heartland now that the Seaway provides a direct deep- 
water connection. Upstate New York cities will share in 
this trade; some indeed have already done so, as will be 
noted later. The increased direct foreign trade is a two- 
edged sword, of course, for while it provides extra busi- 
ness for the Lake ports, it also creates problems of adjust- 
ment as some of the producers of the inland areas are 
exposed to more vigorous competition from abroad. 
While it is beyond the limited scope of this article to 
examine these developments in detail and perhaps too early 
to appraise them accurately, an indication of the nature 
and magnitude of the changes in direct foreign trade in 
the Seaway area can be given at this point. The area’s 
waterway has for some years been used for shipment of 
a variety of foreign products. These have included imports 
of Venetian glass, Portuguese sardines, European automo- 
biles, Italian wine, German and Belgian steel, and British 
machinery, as well as exports of flour, iron and steel scrap, 
animal fats and oils, grains, soybeans, chemicals, and 
finished steel mill products. In 1959, the first Seaway year, 
direct foreign trade represented 27 per cent of total Seaway 
shipments. In 1960, it rose to 36 per cent. By contrast, 
foreign trade carried by the region’s waterway prior to 


1959 averaged less than 10 per cent of a much smaller 
volume of total shipments. Since there were significant 
changes in the United States foreign trade pattern between 
1958 and 1960, it is as yet difficult to determine how much 
of the increased volume of foreign merchandise trans- 
ported can be directly attributed to the opening of the Sea- 
way, but in all probability its influence has been substantial. 


BACKGROUND OF THE SEAWAY 


From the time that Jacques Cartier swore at the im- 
passable Lachine Rapids of the St. Lawrence River in 
1535 to its opening in June 1959, the St. Lawrence Seaway 
excited those who contemplated the geography of the 
St. Lawrence River and the Great Lakes (see map). 
Cartier was irked because the Lachine Rapids, near Mont- 
real, prevented him from sailing westward to reach the 
Orient. Later generations were annoyed because the 
Rapids, plus other bottlenecks, prevented them from sail- 
ing eastward from the midwestern heartlands of Canada 
and the United States directly into the Atlantic. 

From 1700 to 1959 there was sporadic agitation for the 
construction of a through route, and intermittently the 
agitation erupted into action. Canada began excavating a 
three-foot-deep canal around the Lachine Rapids in 1700. 
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It was finished, at a five-foot depth, in 1825. In the same 
year New York opened its Erie Canal between Buffalo 
and Albany, primarily for the shipment of grain from the 
Great Lakes area to New York City by making connec- 
tion with the Hudson River at Albany. The Erie Canal 
removed some of the pressure for a Seaway in American 
circles, but it only spurred on the Canadians. In 1832 
they bypassed Niagara Falls with the seven-foot-deep Wel- 
land Canal, which made possible barge traffic between 
Lakes Erie and Ontario; in 1841 its depth was increased 
to nine feet. 

The coming of the railroads shortly after mid-century 
was a rather severe blow to Seaway enthusiasts, as the rail- 
roads took most of the grain trade from the Lachine, 
Welland, and Erie Canals. But the Canadians, always the 
more enthusiastic of the Seaway promoters, persevered in 
their efforts. By 1900 they had deepened the Lachine and 
Welland Canals to fourteen feet, enough to accommodate 
rather large barges but not the “salties”, as ocean-going 
freighters are called in the Great Lakes vernacular. 

The next step in the Seaway’s development came as 
the result of combined American and Canadian pressure. 
The westward shift of the population in both countries, 
and the associated increase in grain output, expanded the 
grain trade beyond the capacity of the fourteen-foot canal 
system and the railroads. The grain growers in both coun- 
tries formed associations shortly after World War I to 
press for a more adequate waterway. They were joined 
by other proponents, and their joint efforts were rewarded 
by the signing of the St. Lawrence Deep Waterway Treaty 
by the United States and Canada in 1932. But the United 
States Senate rejected the treaty in 1934 in an action 
which reflected the intensity of the opposition to the 
Seaway by many groups. 

The events of World War II and the early postwar 
period created powerful new arguments and allies to 
support the grain growers. The war left us with dwindling 
ion ore deposits of increasingly inferior grade. But an 
Xciting new field in Labrador awaited only a deeper Sea- 

ay to fill the breach. Further, the international tensions 

of the postwar period put a great premium on mobility 
of transport, which the Seaway could improve. Finally, 
anada left little doubt that she would go it alone if the 
nited States did not choose to participate. These pres- 
sures led to the passage by Congress in 1954 of legisla- 
ion authorizing the construction of the Seaway and the 
— Power Project, both in conjunction with 
anada, 

The Seaway project consisted of the building of seven 

age locks and the widening and deepening of the 
t. Lawrence River channel to twenty-seven feet in the 


189 miles between Montreal and Lake Ontario. The new 
locks and canals permit the passage of ships with five 
to ten times the cargo-carrying capacity of those which 
could make the voyage through the previously existing 
fourteen-foot canal system. As a result, deep-draft “salties” 
can now sail directly from the Atlantic Ocean through the 
Seaway and into the Great Lakes. The Seaway cost 
Canada $340 million and the United States $130 million, 
all of which is scheduled to be paid off over a fifty-year 
period from tolls. 

The St. Lawrence Power Project, in the International 
Rapids section of the river, was constructed concurrently 
with the Seaway in order to utilize common excavations. 
It cost $650 million, shared equally by Canada and the 
Power Authority of the State of New York. This cost 
will be met by the sale of power to private transmission 
companies. The Power Project’s output, the third largest 
for any installation of its kind in the Free World, is divided 
equally between the United States and Canada. 

The entire project took over four years to construct. On 
June 26, 1959, more than 400 years after Cartier was 
frustrated by the Lachine Rapids, President Eisenhower 
and Queen Elizabeth officially opened the Seaway. 


THE FIRST TWO YEARS 


At the present writing, the Seaway has experienced two 
complete seasons and is well into its third. Both critics and 
friends agree that its performance thus far has not come 
up to expectations. In order to set up a schedule of tolls 
which would amortize the Seaway over a fifty-year period, 
it was necessary to anticipate the traffic, year by year, and 
to set rates, based on the anticipated tonnage, which would 
recover the cost of the Seaway by the year 2009. Tonnage 
in 1959 was 82 per cent, and tolls 88 per cent, of the 
anticipated amounts. In 1960 the performance was worse, 
with tonnage only 70 per cent, and tolls 67 per cent, of 
the anticipated figures. These results brought forth know- 
ing nods from the critics plus demands for higher tolls 
to protect the taxpayer. Seaway officials explain, however, 
that the Tolls Committee had nothing concrete to go on 
when it set the anticipated tonnage figures, so that signifi- 
cant departures from the projected tonnage were to be 
expected in the early years. Further, there were unusual 
circumstances to contend with during the first two seasons, 
such as exceptionally poor weather, a prolonged steel 
strike in the United States, and delays caused by the un- 
familiarity of many of the skippers with the Seaway. The 
committee anticipates that a reliable pattern of Seaway 
transit will not be established before 1964, a year in which 
it plans an extensive review of the toll structure. 
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DIVERSION OF TRAFFIC FROM THE PORT OF 
NEW YORK 


The port of New York is a valuable asset to the Second 
District. A 1956 study by the Port Authority indicated 
that over 430,000 jobs, paying in excess of $2.1 billion 
in wages annually, are provided directly by the movement 
of ocean-borne cargo through the port. This is exclusive 
of jobs that are indirectly supported by port operations. 
The growth of the port has not kept pace with that of 
other Atlantic Coast ports over the last decade, however. 
Now the Seaway poses a new challenge to New York 
through diversion of some of its trade.! 

Just how extensive will the diversion of trade be, after 
the Seaway has operated for several seasons and has had 
the opportunity to reach maximum efficiency in the han- 
dling of traffic? This depends upon the ability of the 
Seaway to attract general cargo. (Ocean-borne freight is 
generally divided into general cargo, defined as manu- 
factured products which are packaged in some way— 
bagged, crated, drummed, boxed, etc.—and bulk cargo, 
which is everything else. Bulk cargoes, mainly grain, iron 
ore, and coal, are especially attracted to the Seaway, but 
this affects relatively little the port of New York, which is 
overwhelmingly a general cargo port.) All general cargo 
passing through the port of New York either from or to 
the area serviced by the Seaway and the Great Lakes is 
potentially divertible.2 Exact figures on this trade are not 
available, but a recent study by the Bureau of the Census 
for the Corps of Army Engineers suggests that about 25 
per cent of the exports of general cargo passing through 
New York comes from the Great Lakes area and about 
8 per cent of its imports of general cargo go to this area. 

The amount and nature of general cargo trade that will 
ultimately be diverted by the Seaway rests primarily upon 
comparative cargo rates, which are the Seaway’s strongest 
point of challenge to the port of New York. A shipper of 
general cargo from the Midwest often can make substantial 
savings by using the Seaway instead of the port of New 
York, depending upon the Midwestern city of origin, the 
Great Lakes port used, and the overseas destination of the 
cargo. For instance, the Minneapolis seller who ships to 
Rotterdam through Duluth instead of New York can save, 
with respect to total rail and water rates, 24 per cent on 
powdered milk, 11 per cent on bagged flour, 22 per cent 
on cased lard, 52 per cent on drummed soybean oil, and 


1 Other ports on the Atlantic Coast, such as Boston, Philadelphia, 
and Baltimore, will also be affected by the Seaway, some perhaps to 
a greater extent than New York. 

2The followi 
Freight and the 
1960), pp. 63-78. 


discussion leans heavily on Benjamin Chinitz, 
etropolis (Cambridge: University Press, 
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40 per cent on agricultural implements. Even on cargo to 
South America, shippers save as much as 10 per cent. 0} 
course the railroads can, and are, shaving some of thes 
savings by competitive rate cuts, but the scope for such 
cuts appears to be limited. 

On the other counts, however, New York has the edge, 
For one thing, the Seaway is closed by ice roughly fou 
months out of the year. This not only makes Seaway con. 
petition inoperative during the period but means that in 
some cases shippers will be reluctant to transfer their busi. 
ness to the Seaway when it is open, since they may not 
wish to interrupt their dealings with New York freight 
forwarders, export packers, and customs brokers for pan 
of the yeaz, knowing that they will again have to use th 
services of these firms during the winter months. 

Moreover, the Lake ports have difficulty in providing 
services that are as good as those of the Atlantic ports, 
In order to provide skilled and cheap shipping services, 
a port must have an adequate volume of business to allow 


the requisite specialization among the suppliers of thes 
services. Two factors conjoin to work against the Lak 
ports in this respect. One is the winter closing of th 
Lake ports, which increases the costs of shipping services 
because the overhead of service firms must be earned i: 
eight months instead of twelve. The second factor pre 
venting individual Lake ports from getting enough bus: 
ness to approach New York’s service for the price is th 
large number of these ports and their wide geographic 
separation. New York, Philadelphia, and Baltimore « 
count for around 90 per cent of the tonnage of all tk 
North Atlantic ports. The Great Lakes tonnage is divided 
among seven major ports—Chicago, Milwaukee, Duluth’ 
Detroit, Toledo, Cleveland, and Buffalo—as well as: 
large number of smaller ports. 

Finally, a shipper must usually face a longer trams 
time when using the Seaway than when using the port 
of New York. Total transit time for foreign-bound carp 
from the Midwest is extremely variable over both th 
Seaway and port of New York routes, but under equal] 
favorable conditions, and assuming direct sailings in both 
cases, cargo from Chicago will arrive in Liverpool two t0 
three days earlier when shipped by the port of New York. 
In addition, delays may result from traffic bottlenecks 4 
the chain of canals and locks that make up the Great Lakes 
and Seaway system. 

Taking these factors into consideration, how mut 
trade is likely to be diverted from the port of New York t 
the Seaway? A study by the Port of New York Authoril 
suggests that the diversion will amount to 10 per cent d 
New York’s general cargo tonnage after the Seaway bi 
had time enough to iron out its operating difficulties at 
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after new trade patterns have become established—some- 
time around 1965. At present the diversion is estimated 
at almost 3 per cent. 

Although the Seaway’s influence on New York’s future 
will thus be of some importance, other influences may well 
continue to dominate. Over the last decade, the port’s 
volume of ocean-borne general cargo has failed to share 
in the general growth of foreign trade, owing mainly to 
the increased effectiveness of the competition of other 
Atlantic ports and the growing industrial development of 
the southern, midwestern, and far-western sections of the 
nation, which encouraged the growth of the ports in these 
areas. Although the Seaway will add to the port’s difficul- 
ties, the port is taking steps to improve its competitive 
position. A multimillion dollar program is now in progress, 
involving major harbor changes and pier renovation in 
Brooklyn, Manhattan, Hoboken, Newark, and Elizabeth. 
Further, the Port of New York Authority is vigorously 
promoting a new World Trade Center for downtown Man- 
hattan designed to concentrate, and therefore facilitate, 
most of the services necessary for world trade. 


CROSSCURRENTS ON BUFFALO 


Whereas the impact of the Seaway on New York centers 
on general cargo, its impact on Buffalo centers on bulk 
cargo—chiefly grain and iron ore. Prior to the opening 
of the Seaway, most of the Midwestern grain going over- 
seas was loaded on barges either at Duluth-Superior or 
Minneapolis-St. Paul. From Minneapolis-St. Paul, grain 
went down the river to New Orleans and thence by 
steamer overseas. From Duluth-Superior, grain went pri- 
marily to Buffalo, from which point it was shipped by rail 
to Baltimore and then overseas by steamer. The trans- 
fer of the grain from barges to railroad cars gave Buffalo 
a lucrative transit grain trade. With the opening of the 
Seaway, however, it became cheaper and more convenient 
to ship the grain directly from Duluth-Superior to ports 
overseas, thus bypassing Buffalo and Baltimore. A rough 
notion of the impact of this shift on Buffalo’s economy is 
given by the following figures. In 1958, the last pre- 
Seaway year, grain shipments from Duluth-Superior came 
to 99 million bushels, with about 72 million bushels 
shipped to Buffalo and most of that on to Baltimore. In 
1959, the first Seaway year, total shipments from Duluth- 
Superior jumped to 150 million bushels, but Buffalo re- 
ceived only about 50 million bushels. In 1960, shipments 
to Buffalo decreased further. 

It is very unlikely that Buffalo can recapture the lost 
gtain trade since the rate per bushel to Rotterdam, for 
example, via the Seaway is more than a third less than by 


way of Buffalo and Baltimore. Further, this rate differen- 
tial is likely to move even more against Buffalo as the 
volume of inbound Seaway cargo from Europe increases. 
In 1959 most of the ships chartered to haul grain entered 
Duluth-Superior empty. If they come in loaded in the 
future, the rates on outbound grain could be further 
reduced. But Buffalo’s transit grain trade should be put 
in proper perspective. At no time has this trade been 
nearly so important to Buffalo’s economy as the retention 
of grain for manufacture into flour. Buffalo produces more 
flour than the next two leading centers—Minneapolis and 
Kansas City—combined. The opening of the Seaway has 
not changed this, and there seems to be no reason why it 
should. Indeed, in March of this year the world’s largest 
flour mill opened in Buffalo. 

Furthermore, as the Seaway diverts an increasing quan- 
tity of trade from other ports over the next few years, it 
is likely that Buffalo’s overseas trade will expand. Some 
expansion, in fact, has already occurred. Whereas the total 
tonnage handled by the port of Buffalo declined by 12 
per cent between 1959 and 1960, the port’s direct over- 
seas tonnage, concentrated largely in imports, rose by 
7 per cent. 

The Seaway also benefits Buffalo by providing its steel 
mills with high-quality iron ore from the relatively new 
and close-by Labrador field at a cost advantage over the 
other steel centers. Along with the other Great Lakes steel 
centers and also the Pittsburgh complex, Buffalo until re- 
cently obtained most of its ore from the Lake Superior 
fields. But World War II and the immediate postwar period 
drained off the highest grades of the Superior ores at the 
same time that the cost advantage of using better grade 
ores as opposed to cheaper grades widened sharply. In re- 
sponse to this pressure, steel companies engaged in inten- 
sive exploration for new sources of high-grade ores. Their 
major finds were in South America and Labrador, and by 
1954 Labrador had become an important source of ore to 
American steel producers. 

Although the Seaway benefited all the inland steel cen- 
ters using Labrador ore, costs fell more sharply for Buffalo. 
It now costs 37 per cent less to ship Labrador ore to Buf- 
falo by the Seaway than to Pittsburgh, whereas, before the 
opening of the Seaway, Buffalo obtained its Labrador ore 
at a cost that was only 22 per cent below Pittsburgh’s. 

This cost advantage accrues to Buffalo at a time when © 
the nation’s steel-making capacity is being slowly de- 
centralized. The traditional steel area, which includes 
Pittsburgh-Youngstown, Cleveland-Detroit, and Chicago, 
is relatively somewhat less important now than shortly 
after World War II. Steel making is gradually shifting east, 
south, and west. The shift east prior to the Seaway was 
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chiefly to the Atlantic Seaboard to take advantage of 
cheaper freight rates on Canadian and South American 
ores arriving via the Atlantic ports. Now that the Seaway 
is open, Buffalo, as the farthest east of the Lake steel 
centers and the closest to the Canadian ores, may grow in 
importance. 


STIMULATION FOR OTHER UPSTATE 
NEW YORK AREAS 


The Seaway and the St. Lawrence Power Project have 
benefited other upstate New York communities by stimu- 
lating industrialization, port improvements, and port 
traffic. The major beneficiaries to date have been Massena 
and Ogdensburg in the St. Lawrence Valley and Oswego 
and Rochester on Lake Ontario. 

When the Seaway and Power projects were announced, 
expectations of a burst of industrialization ran high in 
the St. Lawrence Valley (Jefferson, St. Lawrence, and 
Franklin Counties), an area which has lagged behind 
the rest of New York State in economic development. The 
optimism was based on the combined industrial attrac- 
tions of reduced power and transportation costs. While 
the pace of industrial advance has thus far proved slower 
than expected, some appreciable growth has resulted from 
the Seaway and Power projects, and more is likely. At 
Massena, facilities for the manufacture of aluminum have 
been greatly enlarged, mainly on the strength of the more 
abundant power supply. Further, a new foundry for cast- 
ing automobile engine and transmission components out 
of molten aluminum has been established adjacent to one 
of the aluminum plants. 

At Ogdensburg, thirty-five miles southwest of Massena 
in the St. Lawrence Valley, the opening of the Seaway 
occasioned the deepening of the harbor to twenty-seven 
feet and the construction of two new warehouses. As a 
shallow-water harbor, Ogdensburg gradually slipped down- 
ward in total tonnage throughout the postwar period. The 
new, deep-water port of Ogdensburg promises to reverse 
this trend largely on the strength of exports of aluminum 
ingots from Massena, logs from the Adirondacks, talc 
and powdered milk, and the import of steel for trans- 
shipment inland. 

To the west on Lake Ontario, Oswego is moving to 
accept the challenge of the Seaway. This port, second 
only to Buffalo among the Lake ports in recent years, 
has great potential because it is the natural water outlet 
for New York’s central industrial belt of Syracuse (with 
which Oswego is already connected by the New York 
State Barge Canal), Utica-Rome, and Binghamton. This 
belt contains a diversified group of industries of long 


MONTHLY REVIEW, AUGUST 1961 


standing, embracing the chemical, electronics, metals, ma 
chinery, and automotive fields, all of which import sizable 
quantities of raw materials and export finished products, 
In the past, most of this import-export business has gone 
to the Atlantic Coast ports, but Oswego is expected to 
participate increasingly in this commerce as necessary 
port improvements, many of which are now under way, 
are brought to completion. In February, a Canadian 
aluminum manufacturer and its three American corporate 
partners announced that, partly because of improved 
transportation facilities in Oswego, they would construct 
an aluminum rolling mill to roll ingots from the con- 
cern’s Quebec plant into aluminum sheets for shipment 
to the firm’s fabricating establishments. 

Further to the west on Lake Ontario, Rochester also 
has made port improvements and looks forward to ex- 
panded trade. The whole of the postwar period through 
1958 saw the gradual reduction of the tonnage handled 
by Rochester harbor, largely because of the reduction of 
coal exports to Canada caused by the switch of Canadian 
railroads to diesel engines. In 1958 the Rochester-Monroe 
Port Authority was established, and in the following year 
it dredged the harbor to a minimum depth of twenty feet 
and made capital improvements and repairs on the dock 
facilities. As a result, total cargo tonnage handled by 
the port of Rochester in 1959 registered a 100 per cent 
gain over 1958, while the 1960 tonnage held about even 
with that of 1959. Bulk commodities moved through the 
private facilities of the Baltimore and Ohio Railroad 
(not included in port tonnage) increased by 32 per cent 
in 1960 over the 1959 level. This tonnage is expected 
to increase further by very substantial amounts in the 
immediate future owing to the demand for coal by a series 
of new thermal electric power stations in Ontario. 


CONCLUSION 


From a long-run point of view, the St. Lawrence Sea- 
way, connecting the vast heartlands of Canada and the 
United States directly with the Atlantic, is likely to prove 
an asset to the Second District and to the nation. Some 
areas in the District already are reaping benefits and will 
undoubtedly continue to do so. Inevitably, some other 
areas (New York City and Buffalo) are going to find the 
competition in some fields more vigorous as a result of 
the Seaway. It will be many years, however, before the 
Seaway reaches its full potential, and the ports of New 
York and Buffalo will have ample time to adjust to the 
new competition. Furthermore, as the foreign trade of the 
United States continues to grow, the problem of traffic 
diversion may appear less important. 
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The Money Market in July 


The large-scale Treasury financing in July generally 
dominated developments in the money and Government 
securities markets. However, despite the large amounts 
involved—$16.6 billion in exchanges and new financing— 
an easy tone prevailed in the money market. Federal funds 
were available through most of the month at 1 to 1% 
per cent, and at times could be bought at less than 1 per 
cent. Dealer loan rates posted by the major New York 
City banks generally stayed within a 112 to 2 per cent 
range, but occasionally fell as low as % per cent. 

The success of the Treasury’s $12.5 billion refunding 
and the sharp reduction in the volume of other financing 
in the capital market together imparted strength to the 
entire Government note and bond markets. Yields thus 
declined until the last week, when an upturn erased most of 
the earlier reductions. Treasury bill rates moved down with 
few interruptions, in response to a good demand in an easy 
money market reinforced by some reinvestment by sellers 
of rights in the exchange refunding. The $2.0 billion of new 
bills due July 15, 1962—of which $500 million represented 
new cash—and, to a lesser extent, the $3.5 billion issue 
of March tax anticipation bills were both well received. 


Free reserves of all member banks averaged $587 mil- 
lion during the four statement weeks ended July 26, or 
some $57 million more than in the four weeks ended in 
June. Excess reserves rose $43 million to $637 million 
and borrowings from the Federal Reserve Banks declined 
$14 million to a mere $50 million. 

Operating factors withdrew only $14 million of average 
reserves over the month. There were pronounced fluctua- 
tions from week to week, however, associated primarily 
with the substantial July 4 holiday outflow of currency 
and its subsequent reversal and with an unusually large 
midmonth expansion of float. While System holdings of 
Government securities were on average $89 million lower 
than in June, they rose $609 million from Wednesday to 
Wednesday of the first week in July, fell by $816 million 
over the next two weeks, and rose by $357 million in the 
final week. System holdings of securities maturing within 
one year declined $237 million over the four statement 
weeks while those of longer maturities rose $387 million, 
as holdings maturing within one to five years increased 


$271 million and those maturing in over five years by $116 
million. 


THE GOVERNMENT SECURITIES MARKET 


Inthe Treasury refunding announced on July 13, 
holders of $12.5 billion of securities maturing from 
August 1, 1961 through October 1, 1961 were offered 
the right to exchange these securities for any of three 
issues: (a) 3% per cent 15%-month notes maturing 
November 15, 1962, (b) 3% per cent three-year notes 
to mature August 15, 1964, or (c) 3% per cent bonds 
of 1968 (of which $1,390 million was already outstand- 
ing). The new notes were to be issued at par and the 
3% per cent bonds at 99.375 to yield 3.98 per cent to 
maturity. Subscription books were open from July 17 
through July 19. The Treasury simultaneously announced 
that it would raise approximately $3.5 billion of new cash 
through an issue of 240-day tax anticipation bills to ma- 
ture March 23, 1962, to be auctioned on July 20. It had 
previously indicated that it would replace the $1.5 billion 
of maturing July 15 bills by a $2.0 billion issue of new 
one-year bills, and raise an additional $100 million by 
auctioning $1.6 billion of bills to replace $1.5 billion 
maturing July 20 bills. 

The market reacted most favorably to the terms of the 
financing. A good demand developed for the rights to the 
new issues, while there were relatively few offerings of 
these rights as investors apparently preferred to roll over 
their holdings into the new issues. Commercial banks in 
particular reportedly showed a keen interest in the 3% 
per cent notes of 1964, regarding this issue as a suitable in- 
vestment to increase earning assets and somewhat lengthen 
portfolios without much sacrifice of liquidity. Quotations 
for the rights rose substantially, while the new notes began 
to trade at premiums of as much as 1%» to 1%». ona 
“when issued” basis and the 3% per cent bonds of 1968 
(also “when issued”) as high as 99274. as against the 
offering price of 991%4.. The success of the refunding 
was subsequently confirmed by Treasury figures, show- 
ing attrition at only $694 million—or only 9.3 per 
cent of holdings by the public. Of the $6,798 million ex- 
changed by the public, $2,691 million were turned in for 
the November 15, 1962 notes, $3,419 million for the Au- 
gust 15, 1964 notes, and $688 million for the 1968 bonds. 
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Member 
Changes in Factors to 


(+-) denotes increase, 
(—) decrease in excess reserves 


currency and 


changes in Treasury 


Prices of outstanding Government notes and bonds, 
which had moved irregularly in a listless market prior to 
the Treasury announcement, rose substantially thereafter 
in moderate trading. Most of the gains, however, were 
erased in the last week when prices moved downward, 
following the announcement of the British discount rate 
increase and expectations of an increased budget deficit 
and as a certain amount of commercial bank selling de- 
veloped that in turn apparently reflected a reversal of the 
earlier tendency to lengthen portfolios. Price changes for 
most outstanding issues over the month ranged from %» 
lower to %p» higher for notes and intermediate bonds and 
from 2%» lower to 14 higher for longer term bonds. At 
the close of the month the new 3% per cent and 3% per 
cent notes were quoted at 10074 and 100542 bid, respec- 
tively, while the reopened 3% per cent bonds were at 9954». 


Treasury bill rates declined throughout most of th 
month, as good bank and nonbank demand developed in 
a continued easy money market, augmented by some re. 
investment demand from sellers of “rights” in the refund. 
ing. In the first phase of the Treasury cash financing—th 
auction on Tuesday, July 11, of $2.0 billion new one-yeq 
bills to replace $1.5 billion maturing issues—aggressive 
bidding resulted in an average issuing rate of 2.908 per 
cent. In the second major phase of the Treasury cash 
financing—the auction on July 20 of $3.5 billion of 240. 
day tax anticipation bills—bidding by commercial banks 
(who were permitted to pay for the new bills through 
credits to Tax and Loan Accounts) if not overly aggre 
sive was fairly lively, with an average issuing rate of 
2.483 per cent. The new issue began to trade in the sec- 
ondary market at 2.59 per cent (the rise reflecting the 
Tax and Loan privilege). It remained around this level 
until the last week of the month when, along with mos 
other rates, it rose somewhat in reflection of a brief firn- 
ing of the money market, closing the month at 2.65 pe 
cent bid. The new July 15 bills, after declining to as low a 
2.79 per cent, closed at 2.86 per cent bid. Changes for 
other issues over the entire period generally ranged from 
3 to 40 basis points lower for 91-day bills and from 4 to 
20 basis points lower for the longer term bills. 


The outlook in the market for corporate and tax-exempt 
securities became more optimistic in July, as deman 
broadened while dealers’ inventories and the volume o 
new flotations declined substantially from their recent high 
levels. The $425 million of new corporate bonds offered 
to the public in July was less than half the amount offered 
in June. The largest corporate offering of the period— 
$200 million Shell Oil Company 4% per cent bond issu: 
offered at 99% to yield 4.64 per cent to maturity—quickl 
sold out and moved to a premium in the secondary mat 
ket, while most other new corporate issues also mt 
favorable investor response. The volume of new tar 
exempt bond flotations similarly contracted to $420 million 
in July from $980 million in June, with most issues ger 
erally moving rapidly. The Blue List of advertised dealer’ 
inventories, at $416 million on July 28, was down mot 
than $117 million from its June 23 peak of $533 million 
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Daily averagee—week ended Net 
Factor changes 
J J J J 
es operations*® + 202 50 218 | + 103 137 
Currency in circulation...................| — 278 | — 317 | + 163 | + 158 | — 274 
Gold and foreign account.................)# §& t 21+ 10| — 55] — 38 
Other deposits, 4 73) + 31) + 2) + 
Total. 200] — 103 | + 444) — 65] — 14 
Direct Federal Reserve credit transactions 
Government securities: 
Direct market purchases or sales.........| + 457} — 8| — 629) — 17| — 97 
Held under repurchase agreements.......| + 6|— 9 + 8 
Loans, discounts, and advances: 
Member bank borrowings................ — 5] 31 
426 | — 16] — 623 | — 14] — 127 
Member bank reserves 
With Federal Reserve Banks..............) + 186 | — 119] — — 79] — 141 
Cash allowed as reservest.................] — 171 | + + 53) + + 26 
Total B85) 4+ 17) — 26) — — 118 
Effect of change in required reserves{......... — 46| + 93] + 62| + 27] + 136 
Excess — 81] +110] + 36] — 44/4 21 
Daily level of ber bank: 
Borrowings from Reserve Benks...........| 48] 47] 661 80 
OTHER SECURITIES MARKETS 


